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In the strict sense of professional, Dynamic efficiency of the economy generally 
refers to the possible occured over-accumulation of capital: In this state, the capital is too 
much, or the savings rate is too high, so that we can through reduce the savings rate, or 
lower the density of capital, to increase the consumption (or utility) of the contemporary 
people, but the consumption (or utility) of the future people will not be reduced.This is a 
dynamic intertemporal comparison of social welfare based on Pareto efficiency criteria. 
So far, the popular means to identify dynamic efficiency in an uncertain market 
economy is AMSZ criteria, which is proved by Abel and others (1989). AMSZ criteria 
identify dynamic efficiency based on comparison of a country's investment and the return 
on capital: In a certain period, if the country's investment is greater than the return on 
capital, it is dynamic in-efficiency, the capital is over-accumulation. 
When studying on the problem of China's economic dynamic efficiency, if we 
directly apply the AMSZ criteria to it, the conclusions are likely to be misleading. In the 
transition period, system changes, which may affect the return on capital and investment, 
are frequent taken place, so, a possible cases may happen: in this case, the country's 
investment is do greater than the return on capital, however, it is not (or incomplete) 
caused by the over-accumulation of capital, but by the low-level allocation efficiency 
because of system inefficiency. 
A more suitable researching framework on China's dynamic efficiency comes from 
some corrections or extension of the previous research: First, a more accurate calculation 
of China's return on capital and investment; second, the expansion of the concept of 
dynamic efficiency: A kind of system inefficiency is also a dynamic inefficiency of 
economy; third, based on the expansion of the concept of dynamic efficiency, we 
weakened the conclusion of China’s dynamic inefficiency caused by capital 
over-accumulation, because we identified China’s dynamic inefficiency caused by system 
inefficiency by proving that the rate of return on capital being incresed when system 
innovation happened; fourth, trough a theoretical model of optimal savings rate, based on 
China's real situation, we explained previous data and empirical results. 
The results show that: First, even if we do not consider the negative influence of 
inefficient system to return on capital, the conclusion that China has occurred dynamic 















that the rate of return on capital being incresed when system innovation happened show 
that Chinese economy’s dynamic inefficiency caused by the inefficient system occurred 
widespreadly; third, when considering the the negative influence of inefficient system to 
return on capital, the conclusion that China has not occurred dynamic inefficiency caused 
by capital over-accumulation will stand up more markedly; Fourth, because of the delayed 
reformation of social security mechanism, to some extent, Chinese current saving is too 
high, China therefore has risk of turning into a state of dynamic inefficiency caused by 
capital over-accumulation. 
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